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BARNSLEY METROPOLITAN BOROUGH COUNCIL 

This matter is not a Key Decision within the Council’s definition and has not 
been included in the relevant Forward Plan 

Report of the Executive Director, Core Services 
and Service Director, Finance (S151 Officer) 

ANNUAL REPORT ON TREASURY MANAGEMENT ACTIVITIES 2020/21 

1. Purpose of Report

1.1   This report reviews the treasury management activities carried out by the 
Council during 2020/21, in accordance with statutory guidance. 

1.2 In broad terms it covers the following: 

• The overarching strategy for 2020/21;

• An economic summary for the year;

• An update on the Council’s borrowing and investment activities; and

• The Council’s Prudential and Treasury Indicators.

2. Recommendations

2.1 It is recommended that Members: 

• Note the latest expectations for interest rates (as outlined in section 4);

• Note the activities undertaken during the year to support the Council’s
borrowing and investment strategies (as outlined in sections 5-6), and

• Note the Prudential and Treasury Indicators set out in Appendix 1.

3. Overarching Strategy for 2020/21

3.1 The Treasury Management Strategy identifies the key risks associated with the 
Council’s borrowing and investment activities and sets out how those risks will 
be managed. 

3.2 The current borrowing strategy is to maintain a minimum proportion of fixed rate 
borrowing to limit the Council’s exposure to interest rate risk, whilst managing 
an appropriate level of internal borrowing in order to reduce the Council’s 
financing costs. As paragraphs 5.4 and 5.5 refer, there hasn’t been a significant 
requirement for additional fixed rate borrowing in 2020/21, however it is still 
important to address the Council’s longer-term requirement. 

3.3 The current investment strategy seeks to minimise credit risk and maintain a 
suitable balance of liquid funds to ensure that sufficient cash is available when 
needed and as such the pursuit of higher investment returns is a secondary 
objective.  The main focus during the year has been managing elevated cash 
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levels from the disbursement of additional COVID-19 funds from the 
Government with the aim of ensuring that the Council’s short-term investments 
are both secure and liquid. 

 
 
4. Economic Summary 
 

 
4.1 Interest rates are a key driver of the Council’s treasury management activities 

and as such are monitored by officers on a regular basis.  
 
4.2 As illustrated by the chart below there was some volatility in interest rates 

during the year, however the main highlight is the reduction in PWLB lending 
margin implemented on the 26th November (by 1%). 

 
4.3 This reduction comes with some revised lending terms to prevent authorities 

from using PWLB loans to buy commercial assets primarily for yield, however 
these terms are not expected to cause any issues for the Council. 

 

  
 

4.4 The Council’s treasury advisors expect little upward movement in interest rates 
over the next three years on the basis that there is not expected to be 
significant inflationary pressure in this period (see table below): 

 

Highlights: 

• A general upward trend in PWLB borrowing rates over the last quarter. 

• A reduction in PWLB lending margin of 1% implemented on the 26th November. 

• Little upward movement expected over the next three years. 

• The UK base rate remained at 0.1% during the year. 
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Latest Interest Rate Projections (Link Asset Services) 

Latest Sep-21 Mar-22 Sep-22 Mar-23 Sep-23 

UK Base Rate 0.10% 0.10% 0.10% 0.10% 0.10% 0.10% 

PWLB Certainty (50 Years) 1.99% 1.90% 2.10% 2.10% 2.20% 2.30% 

 
 

5. Borrowing Activity 
 

 
5.1 As outlined previously (see paragraph 3.2) the Council’s borrowing strategy is 

to actively reduce its exposure to interest rate risk, whilst maintaining a small 
under-borrowed* position to keep its financing costs to a minimum. 

 

5.2 The table below shows the Council’s under-borrowed position as at 31st March 
2021 and how this compares to the original estimate, the variance is primarily a 
result of Glassworks capital scheme slippage.  

 

  
2020/21 Estimate 

(£M) 
2020/21 Actual 

(£M) 
Variance 

(£M) 

Opening CFR (exc. PFI Schemes 
/ finance leases**) 

786.538 786.538 0.000 

Increase from in-year capital 
investment 

61.181 
45.922 (15.259) 

Amounts set aside to repay debt (4.083) (4.083) 0.000 

Closing CFR (exc. PFI Schemes 
/ finance leases**) 

                 843.636 828.377 (15.259) 

External borrowing (643.936) (643.937) 0.001 

Under-borrowed position 199.700 184.440 (15.260) 

 
* Refers to the temporary use of internal cash resources (e.g. earmarked reserves or 
grants received in advance of expenditure) to support its borrowing requirement. 

** Excluded on the basis that each arrangement contains its own borrowing facility 
therefore the Council is not required to borrow separately. 

 

 

Highlights: 

• No new fixed rate borrowing undertaken during the year; 

• A closing Capital Financing Requirement (CFR) of £828 Million (down £15 Million 
from the original estimate); 

• An external borrowing requirement of up to £235 Million by the end of 2022/23; of 
which £82 Million would need to be addressed through fixed rate borrowing in 
order to meet the Council’s agreed exposure targets; 

• 29% of the Council’s borrowing requirement exposed to interest rate risk as at 
31st March (within the target of 30%); 

• Next year’s fixed rate borrowing target has been relaxed to 65% in line with 
Treasury Management Strategy. 
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5.3 No new fixed rate borrowing was undertaken during the year, reflecting the 
latest expectations for interest rates (paragraph 4.4 refers) and the strength of 
the Council’s position in relation to interest rate risk (paragraph 5.6 refers). The 
only movements to report were the scheduled principal repayments of £31.9M 
(see Appendix 2 for more details). 

 
5.4 As a result, 29% of the Council’s borrowing requirement is now exposed to 

interest rate risk (based on its short term and variable LOBO loans and its 
under-borrowed position) – in line with the 20/21 target of 30%. 

 
5.5 The chart below shows the Council’s projected borrowing requirement over the 

next 2 years and the cash available to support this from external borrowing and 
useable reserves. A breakdown of this borrowing requirement has been 
provided in the table underneath: 

 

 
 

Projected external borrowing requirement 2021/22 - 2022/23 £M 

Planned capital investment 60.377 

Maturing loans / reduced support from useable reserves 184.855 

Amounts set aside to repay debt (9.761) 

Total 235.471 

 
5.6 The Council is committed to maintaining its interest rate risk exposure within 

the limits set out below (in line with the Council’s Treasury Management 
Strategy). As illustrated by the charts underneath, the Council has delivered to 
the target levels in 2020/21, however, to continue delivering against this 
strategy it is anticipated that £82M of fixed rate borrowing will be required over 
the next two years. 

 

Interest Rate Exposures 2020/21 2021/22 2022/23 

Limit on Variable Rate Borrowing / Unfinanced CFR 
Fixed Rate Borrowing Target 

30% 
70% 

35% 
65% 

30% 
70% 
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5.7 Given the current outlook for interest rates (i.e. that PWLB rates will remain at 
around 2% for the foreseeable future), next year’s fixed rate borrowing target 
has been relaxed to 65% as per Treasury Management strategy. This allows 
the Council to defer any fixed rate borrowing until 2022/23 and therefore keep 
its interest costs low over the next 12-month period. This approach is 
considered a prudent adjustment in the current low interest rate environment 
and allows the Council some added flexibility to recover from the COVID 19 
crisis. However, to ensure long-term budget certainty, the plan is to increase 
the proportion of fixed rate borrowing to 70% in 2022/23.  

 
5.8 Based on the above projections, there isn’t an immediate requirement for any 

fixed rate borrowing. Officers will address the Council’s longer-term 
requirement through a combination of the following: 

 

• Deferred loans - the Council may be able to access long-term, fixed rate 
funding from financial institutions such as banks, insurance companies and 
pension funds on a deferred drawdown basis. Whilst they may no longer be 
cheaper than the PWLB, deferred loans help to protect the Council from 
interest rate risk without the additional cost of carry and credit risk. As such 
this is one of the preferred options for the Council at present. The Council 
has secured £40M to date and is continuing to work with its advisors in order 
to identify any further potential lenders. 

• Municipal Bonds Agency (MBA) - the MBA was established in 2014 with 
the intention of providing an alternative source of funding to the PWLB. The 
MBA has recently made two bond issues for Lancashire CC and are aiming 
to launch a pooled bond issue in the coming months. Barnsley has been a 
leading authority in promoting the MBA and has already committed to the 
next bond issue subject to the relevant  ‘due diligence’ tests. 

• PWLB borrowing - the Council has access to long-term PWLB funding at 
rates of around 2% which has become more attractive as a result of the 1% 
‘across the board’ reduction in rates announced in November 2020. In 
addition, the Council has secured access to the discounted Local 
Infrastructure Rate (providing up to £25M at a further discount of 0.2%). 
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Such borrowing would be carried out in small tranches to minimise the cost 
of carry and mitigate credit risk and assessed against alternate options 
available (e.g. deferred loans). 

• Local authority loans - the Council may be able to borrow from other local 
authorities for periods of up to 5 years, which would provide additional 
budget certainty over the medium-term whilst providing a saving against 
current long-term PWLB rates. This would be carried out in small tranches to 
minimise the cost of carry and mitigate credit risk. 

• Market loans - as with deferred loans the Council may be able to access 
long-term, fixed rate funding from financial institutions on a spot basis (i.e. 
immediate drawdown). However, this is now likely to be more expensive 
than the PWLB, therefore is not one of the preferred options at present. 

 
6. Investment Activity 
 

 
6.1 The Council’s investment strategy is to ensure that its cash balances are 

invested prudently and are available when needed to meet its spending 
commitments. 

 
6.2 The majority of transactions during the financial year related to short term 

deposits however to maintain sufficient liquidity, an appropriate balance of cash 
was deposited in the Council’s Money Market Funds and instant access 
accounts (see Appendix 2 for further details). 

 
6.3 In March 2020 a temporary increase in investment limits was applied to ensure 

sufficient liquidity during the COVID 19 crisis (see table below). The investment 
limit increase remained in place throughout the financial year to alleviate 
difficulties from forecasting when disbursements of funds from Government 
would be received and to cover the advance payment of such funding.    

 
 

Institution 
Minimum Long-Term Rating 

(Fitch or Equivalent) 
Previous 

Limit 
Revised 

Temporary Limit 

Barclays Bank PLC 
(The Council’s own bank) 

A £10M £50M 

 

Highlights: 

• A net reduction in investment balances of £17 Million during the year, as a result 
of the Council’s capital programme and day to day expenditure; 

• Security and liquidity remained the key priorities, with the majority of new 
investments placed in secure Money Market Funds and instant access accounts; 

• The temporary increase in investment limits applied in March 2020 has been in 
place throughout the financial year due to the ongoing global pandemic.  This has 
ensured the Council has sufficient levels of liquidity during the Covid crisis. 
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6.4 The key investment issues being managed by the Council are as follows: 

Local Authority Creditworthiness – this is an ongoing issue particularly in 
light of the COVID 19 crisis.  Whilst there are no issues foreseen from a 
credit perspective (there are regulations in place to avoid local authorities 
going bankrupt), officers recognise the reputational risk associated with such 
investments and will take this into consideration when deciding where to 
invest the Council’s surplus cash.  Local Authority’s with a Section 114 
Notice are not deemed to be a safe investment by the Council and are 
avoided. 

 
Temporary Investment Limits – as mentioned above (paragraph 6.3) the 
investment limit with the Council’s own bank, Barclays, was temporarily 
increased to deal with volatile cash receipts and payments.  As per the 
2021/22 Treasury Management Strategy, the investment limit for Barclays 
Bank PLC from April 2021 will be reduced from £50M to £20M as the 
situation becomes more stable. 

 
 
7. Performance Measurement / Compliance with Prudential and Treasury 

Limits 
 
7.1 The Council’s capital financing budget underspent during the year due to 

maintaining an appropriate level of internal borrowing, however this has been 
used to contribute towards other funding pressures such as the impact of Covid 
19. This underspend is expected to reduce in future years as the Council’s 
reserves are utilised (and the Council has to take on more external borrowing). 

 
7.2 The Council has operated within the prudential and treasury indicators set out 

in the agreed strategy and in compliance with its Treasury Management 
Practices (see Appendix 1 for more details). However as referred to in 
paragraph 6.3, a temporary increase in investment limits was applied in March 
2020 in order to effectively manage the Council’s cash flows during the Covid 
19 outbreak. This limit will reduce from £50M to £20M from April 2021 as 
approved in the Treasury Management Strategy 2021/22 as cashflows return to 
a more stable position. 

 
 
8. Consultations 
 
8.1 This report has been prepared using information supplied by Link Asset 

Services and approved by the Treasury Management Panel. 
 
 
9. Financial Implications 
 
9.1 The financial implications arising from the treasury management activities for 

the year (section 7 refers) are reported to Cabinet separately as part of the 
Council’s revenue outturn report for 2020/21. 
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10. Employee Implications 
 
10.1 None arising from this report. 
 
 
11. Regulatory Framework & Risk Assessment 
 
11.1 The Council has adopted the statutory guidance issued by the Chartered 

Institute of Public Finance and Accountancy (CIPFA) and the Ministry of 
Housing, Communities and Local Government (MHCLG), which seeks to 
ensure that its capital expenditure and borrowing are prudent, affordable and 
sustainable, and its treasury practices demonstrate a low risk approach. 

 
11.2 The Council is aware of the risks of passive management of the treasury 

portfolio and, with the support of its Treasury Management advisers, has 
proactively managed the debt and investments over the past year. 

 
11.3 The Council is responsible for ensuring that there are proper arrangements in 

place ensuring value for money and compliance. External Audit, as part of their 
annual audit and governance inspection are required to ensure that the Council 
has “proper arrangements” which includes a review of the Council’s Treasury 
Management processes. To complement this Treasury Management indicators 
and risks are identified and monitored as part of the Council’s approved 
reporting processes. The current assessment of Treasury Management 
systems is ‘substantial’, with no outstanding recommendations. 

 
 
12. Background Papers 
 
12.1 Various Financial Services working papers.



 

 

APPENDIX 1 - ACTUAL PRUDENTIAL AND TREASURY INDICATORS FOR 2020/21 
 
1. Capital Expenditure 
 
The Council’s capital expenditure plans are the key driver of treasury 
management activity. The output of the capital expenditure plans is reflected in 
the prudential indicators, which are designed to assist members’ overview and 
confirm capital expenditure plans. 
 

 
2019/20 Actual 

(£M) 
2020/21 Estimate 

(£M) 
2020/21 Actual 

(£M) 

General Fund 115.105 134.086 90.405 

HRA 25.858 32.061 20.775 

Total Capital Expenditure 140.963 166.147 111.180 

 
2. Capital Financing Requirement (CFR) 
 
This indicator sets out the Council’s underlining need to borrow for capital 
purposes, i.e. its borrowing requirement. The CFR is the amount of capital 
expenditure that has not yet been financed by capital receipts, capital grants or 
contributions from revenue.  
 

 
2019/20 Actual 

(£M) 
2020/21 Estimate 

(£M) 
2020/21 Actual 

(£M) 

General Fund 514.804 571.902 556.643 

HRA 271.734  271.734 271.734 

Total (exc. PFI Schemes 
/ finance leases) 

786.538 843.636 828.377 

Other Long-Term Liabilities 236.751 239.867 234.048 

Total CFR 1,023.289 1,083.503 1,062.425 

 
3. External Debt 
 
This indicator is obtained directly from the Council’s balance sheet and is 
measured in a manner consistent for comparison with the Operational 
Boundary and Authorised Limit (External Borrowing + Other Long-Term 
Liabilities). 
 

 
2019/20 Actual 

(£M) 
2020/21 Estimate 

(£M) 
2020/21 Actual 

(£M) 

General Fund Borrowing 434.740 409.518 409.519 

HRA Borrowing 236.101 234.418 234.418 

Total External Borrowing 670.841 643.936 643.937 

Other Long-Term Liabilities 209.867 205.191 202.285 

Total Debt 880.708 849.127 846.222 

 
 
 
 



 

 

4. Operational Boundary for External Debt 
 
This indicator refers to the means by which the authority manages its external 
debt to ensure it remains within the statutory authorised limit. It differs from the 
authorised limit in as far as it is based on the most likely scenario, in terms of 
capital spend and financing during the year.  
 
Unlike the authorised limit breaches of the operational boundary (due to cash 
flow movements) are allowed during the year as long as they are not sustained 
over a period of time.  
 

 
2020/21 Limit 

(£M) 
2020/21 Actual 

(£M) 
Compliant? 

Average Debt compared to 
Operational Boundary 

1,091.654 868.634 YES 

 
5. Authorised Limit for External Debt 
 
The Authorised Limit sets the maximum level of external borrowing on a gross 
basis (i.e. excluding investments) for the Council.  
 
The Authorised Limit is the statutory limit under the Local Government Act 2003 
and must not be exceeded during the year. 
 

 
2020/21 Limit 

(£M) 
2020/21 Actual 

(£M) 
Compliant? 

Maximum Debt compared to 
Authorised Limit 

1,121.654 880.650 YES 

 
6. Interest Rate Exposure  
 
These indicators allow the Council to manage the extent to which it is exposed 
to changes in interest rates. Separate limits have been set for the GF and HRA 
debt pools. 
 
The limits adopted by Council provide the necessary flexibility within which 
decisions will be made for drawing down new loans on a fixed or variable rate 
basis. 
 

General Fund (GF) 
2020/21 Limit 

(%) 
Actual 31/03/2021 

(%) 
Compliant? 

Upper Limit on Fixed 
Interest Rate Exposure 

100 95 YES 

Upper Limit on Variable 
Interest Rate Exposure 

15 5* YES 

* Includes temporary loans which (whilst the rate is fixed until maturity) are sensitive to 
movement in interest rates 

 
 
 
 



 

 

HRA 
2020/21 Limit 

(%) 
Actual 31/03/2021 

(%) 
Compliant? 

Upper Limit on Fixed 
Interest Rate Exposure  

100 83 YES 

Upper Limit on Variable 
Interest Rate Exposure 

20 17 YES 

 
7. Maturity Structure of Fixed Rate Borrowing 
 
These limits are set to reduce the Council’s exposure to large fixed rate sums 
falling due for refinancing. 
 
Separate limits have been set for the GF and HRA debt pools. The higher 
percentage of maturities within 12 months is representative of the strategy of 
short term borrowing to minimise debt interest costs. LOBO loans are shown 
within the ‘Less than 12 months’ category. 
 

Maturity Period - GF 
2020/21 Limit 

(%) 
Actual 31/03/2021 

(%) 
Compliant? 

Less than 12 months 
12 months to 2 years 
2 years to 5 years 
5 years to 10 years 
10 years to 20 years 
20 years to 30 years 
30 years to 40 years 
40 years to 50 years 

0-50 
0-25 
0-25 
0-25 
0-75 
0-75 
0-75 
0-75 

10 
7 
5 
6 
5 

11 
14 
42 

YES 

 

Maturity Period – HRA 
2020/21 Limit 

(%) 
Actual 31/03/2021 

(%) 
Compliant? 

Less than 12 months 
12 months to 2 years 
2 years to 5 years 
5 years to 10 years 
10 years to 20 years 
20 years to 30 years 
30 years to 40 years 
40 years to 50 years 

0-25 
0-25 
0-25 
0-25 
0-75 
0-75 
0-75 
0-75 

14 
4 
5 
5 
4 

15 
44 
9 

YES 

 
 
8. Ratio of Financing Costs to Net Revenue Stream 
 
This indicator identifies the trend in the cost of capital (borrowing and other 
long-term obligation costs net of investment income) against the net revenue 
stream. 
 

 
2019/20 Actual 

(%) 
2020/21 Estimate 

(%) 
2020/21 Actual 

(%) 

General Fund  24 25 24 

HRA 44 45 44 

 
 



 

 

9. Maximum Principal Sums Invested 
 
This indicator sets an upper limit for the level of investment that may be fixed 
for a period greater than 365 days. This limit is set to contain exposure to credit 
and liquidity risk. 
 
 2020/21 Limit 

(£M) 
2020/21 Actual 

(£M) 
Compliant? 

Sums Invested > 365 days 20 0 YES 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

APPENDIX 2 - MOVEMENT ON EXTERNAL BORROWING / INVESTMENTS 
 
Movement on External Borrowing 
 
As shown below there was a net decrease of £27M on the Council’s borrowing 
portfolio during the year, comprising £5M of new borrowing and £32M of 
principal repaid. 
 
Other than a £5M new temporary loan from another local authority, no new 
borrowing has been undertaken during the financial year.  The principle 
repayments made during the year comprise of other local authority loan 
repayments and scheduled principal repayments to the PWLB and PBB (other 
long-term loans). 
 
 

 
Balance on 
01/04/2020 

(£M) 

New 
Borrowing 

(£M) 

Principal 
Redeemed 

(£M) 

Balance on 
31/03/2021 

(£M) 

Net 
Movement  

(£M) 

PWLB borrowing 525.380 - (4.472) 520.908 (4.472) 

Other long-term loans 95.000 - (1.429) 93.571 (1.429) 

Temporary loans 1.004 5.000 (6.003) 0.001 (1.003) 

Longer term local authority loans 49.457 - (20.000) 29.457 (20.000) 

Total external borrowing 670.841 5.000 (31.904) 643.937 (26.904) 

 
Movement on Investments 
 
As shown below, there was a net decrease of £17M on the Council’s 
investment portfolio during the year, comprising £449M of new investments and 
£466M of principal redeemed. 
 
This included a net reduction in Money Market Fund balances of £20M and a 
minor increase in Short Term Deposit balances of £3M.  Officers continue to 
utilise more liquid investments in order to manage the Council’s cash flows 
during the Covid outbreak: 
 

 
Balance on 
01/04/2020 

(£M) 

New 
Investments 

(£M) 

Principal 
Redeemed 

(£M) 

Balance on 
31/03/2021 

(£M) 

Net 
Movement  

(£M) 

Short term deposits 57.000 208.000 (205.000) 60.000 3.000 

Money Market Funds / 
instant access accounts 

75.000 241.300 (261.300) 55.000 (20.000) 

Total investments 132.000 449.300 (466.300) 115.000 (17.000) 

 
Further details regarding the Council’s borrowing and investment portfolios are 
available on request. 
 
 
 
 
 



 

 

 
APPENDIX 3 - LOAN PORTFOLIO AS AT 31/03/2021 
 
Summary as at 31/03/2021: 
 
 Balance (£M) Average Rate (%) 

PWLB borrowing 520.908 3.69 

Other long-term loans 93.571 3.85 

Temporary loans 0.001 0.50 

Longer term local authority loans 29.457 1.42 

Total external borrowing 643.937 3.61 

 


